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§1.940 Scope and application.

Except as otherwise provided in
§1.945:

(a) The standards set forth in §§1.940
through 1.944 apply to the suspension
or termination of collection activity
pursuant to 31 U.S.C. 3711 on debts that
do not exceed $100,000, or such other
amount as the Attorney General may
direct, exclusive of interest, penalties,
and administrative costs, after deduct-
ing the amount of partial payments or
collections, if any. Prior to referring a
debt to the Department of Justice
(DOJ) for litigation, VA may suspend
or terminate collection under this part
with respect to the debt.

(b) If, after deducting the amount of
any partial payments or collections,
the principal amount of a debt exceeds
$100,000, or such other amount as the
Attorney General may direct, exclusive
of interest, penalties, and administra-
tive costs, the authority to suspend or
terminate rests solely with DOJ. If VA
believes that suspension or termi-
nation of any debt in excess of $100,000
may be appropriate, it shall refer the
debt to the Civil Division or other ap-
propriate division in DOJ, using the
Claims Collection Litigation Report
(CCLR). The referral should specify the
reasons for VA’s recommendation. If,
prior to referral to DOJ, VA deter-
mines that a debt is plainly erroneous
or clearly without legal merit, VA may
terminate collection activity regard-
less of the amount involved without
obtaining DOJ concurrence.

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501)

[69 FR 62199, Oct. 25, 2004, as amended at 75
FR 53201, Aug. 31, 2010]

§1.941 Suspension of collection activ-
ity.

(a) VA may suspend collection activ-
ity on a debt when:

(1) It cannot locate the debtor;

(2) The debtor’s financial condition is
expected to improve; or

(3) The debtor has requested a waiver
or review of the debt.

(b) Based on the current financial
condition of the debtor, VA may sus-
pend collection activity on a debt when
the debtor’s future prospects justify re-
tention of the debt for periodic review
and collection activity and:

§1.942

(1) The applicable statute of limita-
tions has not expired; or

(2) Future collection can be effected
by administrative offset, notwith-
standing the expiration of the applica-
ble statute of limitations for litigation
of claims, and with due regard to the
10-year limitation for administrative
offset prescribed by 31 U.S.C. 3716(e)(1);
or

(3) The debtor agrees to pay interest
on the amount of the debt on which
collection will be suspended, and such
suspension is likely to enhance the
debtor’s ability to pay the full amount
of the principal of the debt with inter-
est at a later date.

(c) Collection action may also be sus-
pended, in accordance with §§1.911,
1.911a, 1.912, and 1.912a, pending VA ac-
tion on requests for administrative re-
view of the existence or amount of the
debt or a request for waiver of collec-
tion of the debt. However, collection
action will be resumed once VA issues
an initial decision on the administra-
tive review or waiver request.

(d) When VA learns that a bank-
ruptcy petition has been filed with re-
spect to a debtor, in most cases the col-
lection activity on a debt must be sus-
pended, pursuant to the provisions of 11
U.S.C. 362, 1201, and 1301, unless VA can
clearly establish that the automatic
stay does not apply, has been lifted, or
is no longer in effect. VA shall seek
legal advice immediately from either
the VA General Counsel or Regional
Counsel and, if legally permitted, take
the necessary steps to ensure that no
funds or money are paid by VA to the
debtor until relief from the automatic
stay is obtained.

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501)
[69 FR 62199, Oct. 25, 2004]

§1.942 Termination of collection activ-
ity.

Termination of collection activity
involves a final determination. Collec-
tion activity may be terminated on
cases previously suspended. The De-
partment of Veterans Affairs may ter-
minate collection activity and consider
closing the agency file on a claim
which meets any one of the following
standards:
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